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SUBJECT: MINISTER HILAL EORECASTS EGYPTIAN LONG TERM OIL POLICY 

1. DURING JANUARY 20 CONVERSATION WITH VISITING EORMER TREASURY 
SECRETARY DAVID KENNEDY, MINISTER OE PETROLEUM HIT AT. GAVE' 
EORECAST FOR LONG TERM EGYPTIAN PETROLEUM POLICY. 

HILAL, CONEIDENT THAT HE WILL MEET HIS ONE MILLION BPD 
PRODUCTION PREDICTION BY 1980, SAID THAT HE IS NOW CONSIDERING 
FREEZE ON PRODUCTION EITHER AT ONE MILLION BARRELS PER DAY 
(ASSURING 40 YEARS RESERVES) OR AT TWO MILLION BARRELS PER 
DAY (ASSURING 20 YEARS RESERVES). HILAL SAID THAT HE FAVORS 
FREEZE AT ONE MILLION BARRELS. 

2. HIT AT. ALSO TOLD KENNEDY HE IS CONCERNED ABOUT 
MAGNITUDE OE CAPITAL INVESTMENT WHICH WILL BE NECESSARY TO 
EXPLOIT EGYPT'S NEWLY DISCOVERED OIL (SEE CAIRO 0025) 

IN REASONBLE TIME ERAME. HE CITED INDUSTRY DELAYS IN 
NORWAY, BRITAIN AND THE PHILIPPINES AS CAUSES FOR HIS 
CONCERN. AT PRESENT, HE TOLD KENNEDY, AMOCO (WHICH 
HAS MADE MOST OE THE RECENT DISCOVERIES) IS COMING 
UNDER PRESSURE EROM THE GOE TO PROVIDE NECESSARY 
CAPITAL EOR PRODUCTION EQUIPMENT. ALTHOUGH HE DID NOT 
SPECIEICALLY ACCUSE AMOCO, HILAL HOPED COMPANIES WOULD 
NOT TRY TO "HIDE OIL FROM EGYPT " BECAUSE THEY WILL NOT 
OR CANNOT UNDERTAKE INVESTMENT NEEDED TO EXPLOIT IT. 

(AMOCO, WHICH CURRENTLY PUMPING ABOUT 200,000 BPD IN 
GULP OP SUEZ ESTIMATES IT WOULD TAKE OVER 800 MILLION 
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RAS SHUHAIR.) 

3. IN SEPARTE CONVERSATION, MINISTER'S PRINCIPAL ADVISER 
SALIM RIZKALLAH TOLD EMBOFF THAT EGYPT WILL NOT JOIN OPEC 
"ON OUR OWN". THERE WOULD HAVE TO BE OVERRIDING POLITICAL 
REASONS FOR JOINING, ACCORDING TO RIZKALLAH, WHO OF 
OPINION EGYPT "HAS MUCH MORE TO GAIN ECONOMICALLY BY 
STAYING OUT". 

4. COMMENT: HILAL'S PREFERENCE FOR 

PRODUCTION FREEZE AT 1 MILLION BPD UNDOUBTEDLY BASED ON HIS 
OWN TECHNICAL CALCULATION. WE SUSPECT HOWEVER THAT EGYPT'S 
FINANCIAL SITUATION WILL CREATE PRESSURE FOR MAXIMUM 
PRODUCTION AS QUICKLY AS POSSIBLE. 
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